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7.3 Compound Intferest: Present Value

Present Value: The principal that must be invested today to
obtain a given amount in the future
So lets solve for P....

. -\ N to find P divide both sides by
A= P(+i) iy

A PA+iy

= simplify
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A+iy  (1+i)

P=A(1+i)"

Ex 1: A
Jessica wants to have $15000)in 7 years. Her bank will pay her 5%/a interest

compounded quarterly. How much does she have to invest now to have the money in the
future?

P- A P= [0593.28
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Phil wants to buy a car worth $20 000 5 years from now.
a) How much should he invest in a GIC account earning 6%/a compounded semi-annually?
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Ex 3:
Megan will receive $5000 on her 21st birthday form her parents who invested when she
was born. If the interest rate was 4 3/4% compounded gnI ly, how much did her parents

invest when she was born? u}"
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‘Ex 4: Read example 3 page 474
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